OFFICE OF THE COMPTROLLER
City OF ST. Louis

DARLENE GREEN

; g Carnahan Courthouse Building
Comptroller Internal Audit Section 1114 Market St., Room 642
St. Louis, Missouri 63101
SEDRICK D. BLAKE, CPA (314) 622-4723
Audit/Fiscal Executive Fax: (314) 613-3004

August 9, 2007

Freddie L. Dunlap, Supply Commissioner
Room 324 City Hall

1200 Market Street

St. Louis, Missouri 63103-2842

RE: Department of Health (DOH) Special Review - Physical Inventory of Public Health
Laboratory (Project # 2007-48)

Dear Mr. Dunlap:

As requested, the Internal Audit Section has completed a physical inventory of fixed assets and
supplies at the Department of Health - Public Health Laboratory as of June 1, 2007 (see
Attachment). The special inventory review did not include the assignment of identification

number and tagging of items as City of St. Louis property. Our objective was to list the contents
of the Laboratory.

This review was made under authorization contained in Section 2, Article XV of the Charter,
City of St. Louis, as revised, and has been conducted in accordance with the International
Standards for the Professional Practice of Internal Auditing.

If you have any questions, please contact me at (314)622-4723.
Respectfully,
gg[{,\ 4 I( D , \2)4’ aloe

-Sedrick D. Blake, CPA, MBA
Audit/Fiscal Executive

Attachment

cc: Pamela Walker, Acting Director, Department of Health
Melba Moore, Commissioner, Department of Health
Bruce Yampolsky, Director of Operations, Department of Health
Ronald Smith, Director of Operations, Mayor’s Office
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CITY OF ST. LOUIS
DEPARTMENT OF HEALTH (DOH)
PUBLIC HEALTH LABRATORY

PHYSICAL INVENTORY OF FIXED ASSETS AND SUPPLIES
AT PUBLIC HEALTH LABORATORY

Background

According to Internal Audit files, the last physical inventory and fixed asset review of the DOH
Public Health Laboratory (Laboratory) was for the period July 1, 1994 through April 30, 1995 as
noted in a report dated July 7, 1995.

The main service area for the laboratory was the first floor at 634 N. Grand. A few other
services were provided on the second and third floors. There were also storage areas in the
basement.

The contents of the Laboratory primarily consisted of sterilization and diagnostic equipment,
glass and plastic ware for sample collection and other disposable supplies.

The Laboratory was closed approximately at the end of fiscal year June 30, 2005. Many of the
services performed by the Laboratory, testing for sexually transmitted disease, blood testing for
lead poisoning, contamination analysis of food and water samples and administering of hepatitis
and immunization vaccines, were outsourced to ConnectCare.

Results of Physical Inventory

We noted several control weaknesses during completion of the physical inventory as listed
below:

¢ Aninternal fixed asset list of the Laboratory’s content was not maintained by DOH.
e The Laboratory areas were not completely secured when it was closed.

o The whereabouts of the keys to areas of the Laboratory on the first floor and basement
were unknown. The Director of Operations had to have some locks re-keyed so Internal
Audit could gain access to storage rooms and take inventory. Supervisors in
Environmental Health still had keys to the Laboratory.

o Employees have been allowed unauthorized access to the first floor laboratory area to
retrieve items for their own use.

o Other DOH bureaus and the Department of Human Services have been using the closed
Laboratory area as storage and employee work space.

* A fluorescent- antibacterial microscope provided by the Missouri Department of Health
could not be located. The former Laboratory Supervisor informed us that DOH would owe
the state a microscope if the microscope was not located and returned to designated staff at
the State Health Department in Jefferson City. We estimated the cost to replace the
microscope at $683.65.
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CITY OF ST. LOUIS
DEPARTMENT OF HEALTH (DOH)
PUBLIC HEALTH LABRATORY

PHYSICAL INVENTORY OF FIXED ASSETS AND SUPPLIES
AT PUBLIC HEALTH LABORATORY

Results of Physical Inventory (Continued...)

e Some assets were removed from the Laboratory prior to our physical inventory.

o
o

o

Leased items were collected by the lessor when the Laboratory closed.

The Director of Operations stated some items that were in the Laboratory have already
been put to use in other bureaus of DOH. We could not identify those items.

The former Laboratory Supervisor was instrumental in distributing selected Laboratory
equipment to the City of St, Louis Water Division. The Director of Operations provided
us with a list of these items subsequent to fieldwork. The list was not detailed and did
not include prices, acquisition dates, and identification numbers. This transfer of items to
the Water Division occurred on November 30, 2006.

Personnel from ConnectCare and St. Louis Public Schools inquired about collecting
items during our inventory. The Director of Operations had to request that no items be
distributed until the inventory was completed.

e General disarray and lack of organization of Laboratory contents.

o

File cabinets containing patient information remain in the Laboratory. Health Information
Privacy and Portability Act (HIPPA) regulations require these records to be properly
secured or disposed.

Rooms on the first floor still contain employees’ personal items. One employee located
her laboratory coats on the floor; the former Laboratory Supervisor commented she
needed to retrieve reference books located in her old office on shelves and the floor.
Items in their original packaging are stored in rooms with items that have been opened.
Some of these opened items have been cleaned and re-sterilized, while others may not
have been. We noted several containers that contained unknown fluids.

Items that have expired or are no longer sterile remain in storage.

Like or similar items are not centrally located, for example microscopes were stored
through out two rooms on the first floor and basement storage area of the Laboratory.

Conclusions

The Laboratory’s physical inventory may not be relied upon as a complete list of all the assets it
owned when it closed because DOH did not maintain an internal listing of its contents. The
Laboratory area was not secured to limit access and safeguard contents. Some items were
removed from the Laboratory areas prior to physical inventory. The remaining items in the
Laboratory were not stored in a central location in an organized manner.
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CITY OF ST. LOUIS
DEPARTMENT OF HEALTH (DOH)
PUBLIC HEALTH LABRATORY

PHYSICAL INVENTORY OF FIXED ASSETS AND SUPPLIES
AT PUBLIC HEALTH LABORATORY

Recommendations

We recommend;

e To ensure limited access to and safeguard the contents of the Laboratory areas, keys should
be collected from all former laboratory employees that have been assigned to other bureaus
of DOH and assigned to a DOH management personnel.

¢ Locate the missing fluorescent-antibacterial microscope and return it to the designated
personnel at the State Health Department in Jefferson City.

¢ Determine if the leases for the items collected by the lessors were properly and timely
cancelled. Also, ensure the City and DOH did not pay for periods of the lease past the
Laboratory’s closing date. '

e Obtain from ConnectCare and St. Louis Public Schools a listing of items from the Laboratory
that may be of interest to them. Determine the condition and salvage value (if any) of the
items before they are distributed or transferred to ConnectCare or St. Louis Public Schools.

* Determine the record retention requirements for patient information remaining stored in the
Laboratory areas. Comply with HIPPA regulations and properly dispose of (shred) records
that no longer need to be retained. Patient records that are required to be retained should be
secured and labeled as Protected Health Information (PHI).

¢ The Laboratory contents should be centralized in a general area on the first or basement
floor.

o Like or similar items in their original packaging should be stored together or arranged in
some reasonable manner.

o Items that can be sterilized, recycled and re-used may be grouped together and prepared
for future use.

o Items that are expired or contaminated should be properly disposed of (considering that
they may be glass or potentially hazardous chemicals).
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